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DEPOSITBSO BY THE 
UNITED STATES OF AMERICA 


FOREWORD 


In view of the interest shown in the executive hearing of the Com- 
mittee on Foreign Relations in connection with its consideration of an 
amendment to the Mutual Security Act of 1956 (H. R. 11556) related 
to the importation of cotton textiles from Japan, the committee on 
July 25, 1956, voted to print this hearing. 
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IMPORTS OF COTTON TEXTILES FROM JAPAN 


SATURDAY, JUNE 16, 1956 


Unrrep Srates SENATE, 
Com™MITTEE ON Foreign Rewiations, 
Washington, D. C. 
The committee met, pursuant to recess, at 10:20 a. m., in the com- 


mittee room, United States Capitol Building, Senator Walter F. 
George (chairman) presiding. 


Present : Senators George, Green, Fulbright, Sparkman, Mansfield, 
Smith (New Jersey), Hickenlooper, Knowland, Aiken, and Capehart. 
The Cuamman. Well, gentlemen, we have with us this morning 


certain witnesses who will be heard on the amendment offered by Sen- 
ator Green. 

(The amendment proposed by Mr. Green to the bill (H. R. 11356) 
to amend further the Mutual Security Act of 1954, as amended, and 
for other purposes, is as follows :) 


a 


Insert in section 7 the following new paragraph: 

“Section 413 (a) is amended by adding the following new paragraph: 

“*The Congress also recognizes that imports of certain surplus products in 
unrestricted quantities into the United States will seriously injure the growth 
of private agricultural and industrial enterprise, and lower the standards of 
living and defensive strength of the United States. Accordingly, section 22 of 
the Agricultural Adjustment Act of 1933, as amended, is amended by adding at 
the end thereof a new subsection as follows: 

““(g) Whenever the Secretary of Agriculture determines that there is, or 
that there is likely to be, a surplus of any agricultural commodity in the United 
States; no such commodity and no product thereof shall be permitted to be 
entered or withdrawn from warehouse for consumption during any calendar 
or marketing year in excess of the annual average quantity of such commodity 
or product entered or withdrawn from warehouse for consumption during the 
three calendar years immediately preceding such calendar or marketing year: 
Provided, That the provisions of this subsection shall not apply to any such 
commodity or product whenever quantitative import limitations under subsec- 
tion (b) of this section are in effect with respect to such commodity and to 
the products thereof. To assure to the maximum extent practicable equitable 
treatment among exporting countries and to prevent excessive imports cf any 
class or kind of agricultural commodity or of any particular product of such 
commodity, the Secretary of Agriculture, to the extent he deems such action 
necessary to effectuate this objective, is authorized and directed to establish 
reasonable classifications of any agricultural commodity and of the products 
thereof on the basis of either their physical qualities, value, use, or upon such 
other basis as he shall determine, and to specify the quantities of each com- 
modity and of each product thereof which may be entered or withdrawn from 
warehouse during any calendar or marketing year or portion thereof. Nothing 
in this subsection shall be construed to affect any right, privilege, or remedy 
otherwise provided by this section or by section 7 of the Act of June 16, 1951, 
as amended. 

“«“Por the purposes of this subsection, (1) the term ‘product’ or ‘products’ 
means any article or articles included within or classifiable under each paragraph 
of schedules 7 and 9 of the Tariff Act of 1930, as originally enacted or as 
amended, and the articles included within each paragraph of said schedules or 
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within such further classification as may be made by the Secretary of Agriculture 
shall be deemed to be a separate product, and (2) any agricultural commodity 
in the United States shall be deemed to be in surplus whenever any class, kind, 
type, or other specification thereof, is or may reasonably be expected to be in 
excess of domestic requirements, adequate carryover, and anticipated exports, 
as determined by the Secretary of Agriculture. 

“<The enforcement provisions of the Tariff Act of 1930, as amended, shall 
be applicable for the enforcement of the provisions of this subsection.”’” 

The Cuarrman. The Assistant Secretary of Commerce, Mr. McClel- 
lan—will he be testifying first ? 

Mr. Kauisarvi. Mr. McClellan will be going first. 

The CuatrmMan. Mr. McClellan, have you seen this amendment ? 

Mr. McCuextan. I have, Mr. Chairman. 

The Cuarrman. Will you please analyze it for us and tell us what 
you wish about it. 


STATEMENT OF HAROLD C. McCLELLAN, ASSISTANT SECRETARY 
OF COMMERCE FOR INTERNATIONAL AFFAIRS; ACCOMPANIED 
BY EARL L. BUTZ, ASSISTANT SECRETARY OF AGRICULTURE, 
AND THORSTEN V. KALIJARVI, ACTING DEPUTY UNDER SECRE- 
TARY OF STATE FOR ECONOMIC AFFAIRS 


Mr. McCretxian. Mr. Chairman and gentlemen, I have come here 
this morning—my name is H. C. McClellan. I am the Assistant 
Secretary of Commerce for International Affairs. 

I have come here this morning with Mr. Kalijarvi, of the State 
Department, and with Mr. Butz, the Assistant Secretary of Agricul- 
ture, to appear before you and to discuss the amendment under the 
belief that the intentions and purpose have something to do with the 
imports, particularly of textiles, from Japan. 


SERIOUS PROBLEM FACING THE TEXTILE INDUSTRY 


I wanted to state that in the Department of Commerce which I 
represent, we have been working for some months, together with the 
other Government agencies represented here, in an effort to find the 
proper answers for the problem which is admittedly facing the textile 
industry. 

I would like to say at the outset that we are thoroughly convinced 
that there is a serious problem here, and we have tried our best to 
get at the facts in connection with it to understand it fully. 

I think it is quite obvious at the first analysis that this problem 
of the industry, the textile industry, goes far beyond the imports which 
have come to be so important from Japan in the last year and a half. 

I illustrate by reporting that currently the textile imports for the 
year 1955, for example, represented gross approximately 2 percent 
of the domestic production of textiles, cotton; and while on the face of 
it that would not seem to be such a significant factor, when you take 
into account that the industry only earned last year about 2 percent 
on sales, which is, incidentally, twice what they earned the year before, 
and that their volume was higher in 1955 than it has been for some 
years and it is running at a higher level, or has been, it would seem 
to be of minor importance, but that is not the case, gentlemen. 
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IMPORTS OF COTTON TEXTILES FROM JAPAN 3 
SEGMENTS OF COTTON TEXTILE. INDUSTRY WHICH HAVE SUFFERED 


There are certain segments of the industry, the cotton textile in- 
dustry, which obviously have suffered; and I mean by those the vel- 
veteens, the blouse manufacturers, who use cotton, the pillowslips, 
and certain other items within the textile industry. 

The Cuatrman. Gingham, especially. 

Mr. McCuietxian. Gingham, especially. And we are aware of the 
fact, when either velveteens or ginghams are brought in in such a vol- 
ume as to absorb a heavy percentage of the market, certain looms must 
be put out of production because they cannot be converted readily to 
other products in the textile industry and operate at maximum effi- 
ciency. 

PROBLEM’S EFFECT ON TOTAL ECONOMY 


So we are concerned with the problem, but we are also concerned 
with a means of cure which makes sense in terms of our total economy, 
and it is to this point that I would speak as representing the Depart- 
ment of Commerce. 

The Stes of State and Agriculture will undoubtedly cover 
some of the other elements in this problem, but our concern is with the 
effect on our total economy; and recognizing, for example, that last 
year our exports were $14.3 billion, that upward of 40 million acres of 
American farmland produced for foreign markets, and no small per- 
centage is that which produces cotton for sale overseas, and recognizing 
that somewhere in the neighborhood of 4 million American families 
earn their livelihood in foreign trade, we are concerned in Commerce 
that whatever means we find to bring about a cure of the current prob- 
lem is one which takes into account all factors and does not deal with 
one facet alone at the expense of our gross economy’s operations. 

There have been very forthright steps undertaken thus far to pro- 
vide the cure that I described, or at least mentioned, and I would like 
to mention 1 or 2 of what they are, those efforts which have been under- 
taken so far. 

USE OF “ESCAPE CLAUSE” PROCEDURE 


In the first place, I believe that all of the important segments of the 
cotton textile industry which have seriously been affected thus far have 
sought the use of the escape-clause procedure which was provided by 
law enacted by Congress, and I speak now of each of those I men- 
tioned—the pillowslip, the ginghams, the velveteens, and the blouse 
manufacturers—each have cases presently pending in the Tariff Com- 
mission. 

Some of those are getting prompt action now. The velveteens, for 
example; the hearing is set for the 19th of this month. 

And I would like to say further, gentlemen, that I have personally 
talked with the heads of these industries in several of the cases, have 
been in touch personally with the Chairman of the Tariff Commission 
and with the Vice Chairman, and we are doing our utmost to see to it 
that there are no unwarranted delays in assembling the facts and in 
determining the proper course of action as a basis of their recom- 
mendation to the President. 

And I am convinced, and I have found that those in industry apply- 
ing who have touched base with the Tariff Commission are convinced 
also, that this is proceeding in good timeliness. 

81501—56——2 
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There is:another step which to my mind is significant, and I would 
like to suggest, gentlemen, if you want specific information on it, 
we might go off the record for a moment or two. You can ask that 
if you like, but I will merely make a general statement first, and if 
you want to 

The CuatrrMan. You want to go off the record ? 

Mr. McCtetian. Not at this point, Mr. Chairman. 

The Cuarman. All right. 

Mr. McCieixian. But it may come. 


LIMITATION PLACED BY JAPAN ON TEXTILE SHIPMENTS TO UNITED 
STATES 


Steps have been taken, and I think perhaps Mr. Kalijarvi of the 
State Department might want to relate the details of how this was 
done, to obtain from the Japanese Government the kind of restraint 
on the exploiting of the United States market on textiles which would 
have the effect of relieving this problem. 

We all know how important it is to maintain our trade relations. 
I mentioned the fact that we did upward of $14 billion last year, and 
it will achieve probably $15 billion this year, and that is very im- 
portant to our economy. And that is why we in Commerce are con- 
cerned that it be maintained. 

In connection with the efforts in cooperation with Japan to obtain a 
solution of a practical order, there have been some exchanges of com- 
munications, there has been a voluntary limitation placed by Japan on 
their shipments of textiles to this country, including several of the 
segments of the order that we mentioned which have been subject to 
particular pressure in recent months, 

There also has been an indication that this pattern will be con- 
tinued during the next calendar year, and I think again that there 
may be some off-the-record discussion about that. 

And I think I should say, Mr. Chairman, if that occurs, probably 
Mr. Kalijarvi should deal with it, because he can give you the specifics 
on the process. 

Senator Kwowtanp. I think it might be helpful if that voluntary 
agreement might be entered into our record. 

Mr. McCieuian. Yes, sir. 

Senator KNow.anp. Yes. 

(The exchange of notes referred to appears on p. 27.) 

Mr. McCretxan. I think there can be recorded the exchange of in- 
formation which took place in specific terms, but it even goes beyond 


that, gentlemen, as to some of the form of the negotiations and com- 
mitments made. 


VOLUME OF FARM PRODUCTS SHIPPED TO JAPAN 


Senator Caprnart. Have you the dollar volume of the cotton and 
other farm products shipped to Japan in the last 12 months? 

Mr. McCuetian. Yes, sir. In 1955—and I think perhaps the As- 
sistant Secretary from the Department of Agriculture could speak to 
this, but I would only mention it in rough terms—cotton exports to 
Japan last year were about $120 million. Cotton imports in textiles 


from Japan last year were, I believe, $60 million. We had about 
2 tol. 
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Senator Carenart. So we shipped $60 million more cotton than we 
imported in textiles? 

Mr. McCueiian. Yes, sir. 

Senator Capenart. What about grains? How much did we ship in 
grains to Japan? 

Mr. McCuieixian. Again, I would defer to the Assistant Secretary 
of Agriculture, but I can only say that Japan is our best dollar pur- 
chaser for agricultural surpluses, I believe. 

Senator CapeHart. What percentage is this $120 million worth of 
cotton we sold to Japan to the total amount of cotton that they can 
use ? 

Mr. Butz. It is my impression that we supplied from 40 to 50 
percent of their total cotton imports. 

Senator Carenart. The raw cotton ? 

Mr. Burz. Yes. 

Senator Capenart. Where do they get the balance? 

Mr. Burz. I am not prepared at the moment to answer that. 

Senator Carrnart. But it is about 40 to 50 percent ? 

Mr. Burz. Yes. 

Senator Carenartr. What is the total volume of agricultural prod- 
ucts that we ship to Japan? 

Mr. Burz. Japan is our best dollar customer for agricultural 
products. 

Senator CareHart. What is the dollar volume? Does anybody 
have that? 

Mr. Burz. I would have to take a guess at that. 

Senator MansrieLp. Would the Senator yield? 

Senator Carprnart. Yes. 

Senator Mansrietp. Could you furnish those specific figures for 
this committee as soon as possible? 

Mr. Burz. That is right. 

(The figures referred to appear on p. 20.) 

Senator Capenart. That is important, because we now learn we 
ship them $120 million worth of raw cotton, and they ship us $60 
million worth of textiles made out of cotton. 

Now, I would like to know the dollar volume of all products we ship 
to Japan. 

Mr. Burz. I could get that by phone. 

Senator Caprnart. It might be well if you would, please. 

Mr. Butz. All right. 

Senator Carernart. And if we can get it by categories, it would be 
helpful, say, as to how much corn, how much wheat, how much rice, 
how much fruit, ete. 

Mr. McCretxan. If I may finish, Mr. Chairman, the few comments 
I would like to make in my statement, and then submit to questions, 
I would just like to add these 2 or 3 points. 


VOLUME OF UNITED STATES IMPORTS AND EXPORTS OF COTTON TEXTILES 


We import only half of the textiles that we buy in the United States 
from Japan; the other half comes from other countries. 

Secondly, we export in cotton textiles alone, I judge, about three 
Ps the amount of cotton textiles we are importing into the United 

tates. 
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We in Commerce are thoroughly convinced that it is of overwhelm- 
ing importance to us that we continue to build, as we have been do- 
ing under the policies established by Congress during the last several 
years, to increase the development of international trade on a two-way 
basis, and on a basis that is of benefit to all parties concerned in the 
transactions. 

Senator Know.anp. Might I interrupt? How much more did you 
say we exported in textiles than we imported ? 

Mr. McCue.itan. We exported approximately three times the 
amount of cotton textile which were imported. 

Senator SparkMAN. Before you get away from that point, Mr. Mc- 
Clellan, will you look at this chart I have from the Bureau of the Cen- 
sus for the year 1955. As compared to your statement, this chart in- 
dicates we exported twice the amount. 

Mr. McCier1an. This would indicate it was twice that in 1955. 

Senator Sparkman. And here is another chart on percentage which 
bears out the same figure. 

Senator Arxen. I think Japan reships to this country products 
which would be manufactured from about 150,000 bales of cotton. I 
think they buy from us some seven or eight hundred thousand bales. 

Mr. McCe.ian. I do not know the basis of this compilation. I do 
not know, in other words, how—it is millions of dollars, and I do not 
know whether they are talking about the cotton content per se, or the 
gross textiles. 

I would have to analyze that to see, Senator, and I do not want, cer- 
tainly, to dispute the Bureau of the Census in its report. 

Senator Sparkman. The next chart shows the percentage of dollar 
value. It shows exactly 50 percent, does it not? 

Mr. McCuetian. Yes. 

Do you know whether or not these are cotton manufactures or the 
cotton content ? 

Senator Sparkman. No, I am sorry; I just have the chart. 

Mr. McCuetxan. I don’t know, either, and I would certainly settle 
for this, that on the basis of the calculations, it may be double the 
amount of exports to imports, and we would have to determine the 
basis for that. 

You could figure it two ways: Whether it is on the basis of the cot- 
ton content or on the basis of the price of the textile as a whole. I 
don’t have the specific figures on that before me, and I certainly would 
stand corrected if this reflects it on the basis of the textile as a whole, 
which is the figure that I referred to. 

Senator ArkEeNn. Well, the complaint in New England has been that 
the Japanese imports have been made by, and the price includes, low- 
cost baher. Whether the price determination is based on what they 
are worth when they get here, what they cost over there, or just what, 
— not know. But the particular complaint has been on imported 

ouses. 

Senator Sparkman. Yes. The particular complaint is really not 
demonstrated by measuring across-the-board volume. 

Senator Arxen. That is right. 

Senator Sparkman. Because it is on certain specific items. 
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PROCEDURE TO AID SEGMENTS OF INDUSTRY ADVERSELY 


IMPORTS 


AFFECTED BY 


Senator Carenarr. That was the question I was going to ask, Mr, 
Chairman. 

As I gather, the problem here is not the total imports or exports, 
but a half dozen more or less individual items like blouses, and so 
forth. 

Now, is it not possible under section 22 and under our tariff laws 
to at least help correct the situation on these half dozen or so specific 
things? 

Mr. McCietian. Mr. Chairman, I would like to explain that in 
full detail, because this is extremely important, in my opinion, in 
analyzing and appraising this problem. 

In the first place, the answer is yes, there is a procedure through 
the Tariff Commission applications to deal with segments of an 
industry or the entire industry, when it is affected adversely by 
imports of this order. 

And in each of these cases of significance, to my knowledge, they 
have applications filed, they are in process. 

Velveteens, for example, has a public hearing on the 19th of this 
month, and it should not take very long following that to get a deter- 
mination by the Commission. 

What that will be, we cannot judge. They are an independent 
agency. But I can assure you we have done our best to see that the 
Tariff Commission understood the urgency of the problem, and the 
people in the industry have access to the Tariff Commission chiefs 
to represent to them the problem as they see it in terms of urgency. 

Senator Carpruart. May I ask another question ? 

Mr. McCuietuan. Yes. 


WHY AMERICANS ARE PURCHASING JAPANESE TEXTILES 


Senator Carrnarr. Are the buyers who are buying these Japanese 
—_— purchasing them because they are cheaper or because they are 

ringing out, say, a blouse which is a fad in the United States at the 
moment, and maybe as time goes on the ladies won’t buy any more of 
them? Why are the American retailers and wholesalers buying Jap- 
anese textiles in preference to American textiles? 

Mr. McCretian. Well, Mr. Chairman, I cannot speak to that, 
but I would have to be less than honest if I did not tell you that, 
in my humble opinion, in blouses in particular, the price is the prin- 
cipal factor, and let’s face it. I think we must. 

The Cuatrman. Beyond all doubt; I do not think there is any dis- 
pute about that. 
tho McCretian. I think not. But I wanted to make this point 
clear. 

The Cuarrman. Ginghams are ginghams; they are a stable article, 
and there again it is the price. 

Mr. McCre.uan. I think, again, however, these are the factors to 
bear in mind: It is true that only segments of the industry are thus 
far adversely affected. The industry has expressed fears about 
the future of the broad base of its production. 












~ IMPORTS OF COTTON TEXTILES FROM JAPAN 


Our concern in Commerce is to find, within a sound pattern for the 
economy as a whole, the measures which would have the greatest 
promise for cure, for preventing the destruction of our own domestic 
economy, at the same time maintaining a sound foreign relations pol- 
icy. And to that end we have done considerable work with effect, and 
this is not generally known, I am afraid. 


EFFECTS IF GREEN AMENDMENT IS ADOPTED 


In any event, we are of the opinion, and may I report, Mr. Chair- 
man, that to take the kind of measure which is proposed by the amend- 
ment before us would be contrary to the best course that we should 
follow, because it would—while it would have the effect or could have 
the effect of setting up a quota, a limitation on imports, which already 
has been established by unilateral effort on the part of the Japanese, 
about which there is some controversy, but it would have collateral 
effects which, in our opinion, would be adverse to the interests of our 
national economy, because they would directly damage our foreign 
trade, the exports in other lines, including textiles, which in the end 
would be bad for our economy as a whole, would be bad for the workers 
in foreign trade, of whom I have mentioned there are 4 million, would 
hurt our program of selling the products from 40 million acres of 
American farmland, and would, in the end, as a policy, catch up with 
the textile people themselves, and would be no help to anyone. 

Senator Futsricut. May I ask a question or two? 

Mr. McCie.uan. Yes. 


JAPANESE LIMITATION ON BLOUSE EXPORTS TO THE UNITED STATES 


Senator Futsricut. There is a letter in this morning’s Washington 
Post which makes several statements which I would like for you to 
confirm or challenge. It says that the Japanese Government has 
already agreed to, and is limiting, the export of blouses to this country 
to 63 percent of the 1955 exports. Isthat correct?’ | 

Mr. McCue.ian. Well, I can’t give you the percentages, but they 
have limited, by commitment to our Government, the number of 
blouses they will export to the United States. 

The Cuarman. Mr. Kalijarvi, how much information can you give 
us on that question ? 

Mr. McCretxan. I would say Mr. Kalijarvi can give you the spe- 
cifics on it. He has a copy of the documents here, I believe. Do you 
not ¢ 

Mr. Kauisarvi. Yes. 

Senator Smirx. Do you object to putting those documents in the 
record? I mean, those are not classified, are they ? 

Mr. Kauisarvi. No; these are not classified. They were made 
public, and with your permission I would like to insert them in the 
record, Mr. Chairman. 

(The documents referred to appears on p. 27.) 

Mr. Kauisarvi. The information is that in this exchange of agree- 
ments, the quantities were as follows: 

The Japanese would voluntarily place quotas on cotton fabrics as a 
whole, to 150 million yards per year; print cloth, 20 million ; velveteen, 
5 million; cotton blouses, 2,500,000. 
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Senator SparkmAN. You are speaking of dozens, are you not? 

Mr. Karisarvi. It is 2,500,000 dozens. 

In addition, we have information to this effect: that even though 
the importation of blouses and cotton products has been in substantial 
quantities, substantially beyond that proportion in the early part of the 
year, they will be substantially less than the 150 million yards by the 
end of the year that they had placed upon themselves, and they antici- 
pate that instead of 2.5 million dozen blouses for the calendar year, 
there will be approximately 1.5 million dozen blouses shipped to the 
United States during the 12 months ending March 31, 1957. 

So that not only is 3 there the commitment ; whic *h they have given us 
here involved, but they are going further, to reduce the numbers that 
would be sent to the United States. 

Senator Fursrient. That is in accord with the statement in that 
letter. Did you read that? 

Mr. Katisarvi. No. 

Senator Fuusricut. It is by aman named Nelson A. Stitt, executive 
director, Council for Improved United States-Japanese Trade Rela- 
tions. It uses exactly those figures you have given, and it also uses 
this statement: 


Japanese cotton blouse imports last year were truly about one-third of domestic 
output but the 1955 American production exceeded the 1954 production. In 
fact, United States cotton blouse production has increased by more than 9 times 


since 1947. 

Do you know whether that is a correct figure or not? 

Mr. McCuex1an. I think that is correct. 

Senator Futprient. I think that is rather significant. It looks as 
if the American industry is doing very well, but they just want to have 
more of the market, and the Japanese have less. Is that correct? 

Mr. McCietian. Not quite, Senator. 

Senator Futsricut. Well, if their production increased 9 times in 9 
years, they are not doing too badly. 

Mr. McCrexian. Well, Mr. Chairman, I agree with that; and, 
Senator Fulbright, I think that is true, but T think there is some 
justification for concern on the part of the industry, perhaps more in 
others than—I mean in the blouse industry. 

On the other hand, the dollar blouse is a pretty hard competitor 
to face for our industry i in blouse manufacturing if the trend upward 
was permitted to continue. 

And while they do have a larger market today than they have had, 
the percentage has been getting away from them, and I think they 
have a point. 

But our concern is not to deny them any relief at all, but to seek 
a proper course of making certain that ‘the market of American 
textiles in this country is not destroyed. 

I think that there is, somewhere in between, a proper means of 
dealing with the problem without breaking up our trade relations 
with any of these countries, including Japan, and I think it can be 
achieved and is well on its way to that. 

Senator Fuuerienr. Is it fair to say that they have not been injured 
yet, but that they are fearful of being injured unless something is 
done ? 

Mr. McCreiian. That is true, for the industry in the main. What 
damage has been done to the segments of the industry, including the 
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blouse industry, is presently before the Tariff Commission, and they 
are in the process of making findings, and I would hate to say what 
those findings will reflect until they ‘are determined. But that should 
be out before too long. 


EFFECTS IF GREEN AMENDMENT IS ADOPTED 


Senator Futsrient. Well, in your opinion, would this amendment 
from the Senator from Rhode Island benefit the producer of the raw 
material, of the raw commodity—the cotton, wheat, tobacco? 

Mr. McCtre.xan. Senator, I think if we adopt a measure of this 
kind, it would have the effect of injuring particularly the producers 
of raw cotton and the producers of many of our agricultural products 
that are in excess today. 

Senator Futsrient. So if it benefited anyone, it would be the manu- 
facturer of specialty items such as blouses and velveteens ? 

Mr. McC.e.ian. Velveteens, blouses, and perhaps ultimately cer- 
tain elements in the textile industry. But even with them, ultimately, 
in my opinion, it would catch up and injure them, because it would 
hurt our entire economy, and I think it would catch up with them, 
too. 

When you consider, for example, that we are exporting twice, at 
least, the textile cloth that we are importing, that is a market, also, 
in which we have concern. And in the Department of Commerce we 
don’t want to see that opportunity destroyed. 

It has been too hard a job during recent years to open up markets 
for American business overseas, to see it torn down again now by a 
policy which would invite retaliation on the part of other countries; 
and that is what we think this would do. 


TEXTILE EXPORTS DECLINING ; IMPORTS INCREASING 


Senator SparkMAN. Referring to one of those charts, it does show 
the lines converging; does it not? 

Mr. McCievian. Yes; it does. 

Senator Sparkman. And I think that is the thing that frightens 
a great many of the textile people—the trend of which you spoke. 

Mr. McCreuian. That is right. 

Senator Sparkman. In other w ords, it shows a decline of exports 
and an increase in imports. 

Mr. McCretian. That is true, Senator, but we must also recognize 
there are many factors involved in that. There are many factors, and 
the imports are not the only one, and I think it is right that we should 
see the measures which appropriately can be exercised by Govern- 
ment should be brought in, and we are doing our utmost to achieve 
that. 

Senator Mansrre.p. Is it not true this goes far beyond cotton? 

Senator Arken. Mr. Chairman, I would like to add that the record 
released yesterday—lI believe for the first 10 months of the cotton 
marketing year, the current marketing year—indicates that domestic 
mills have used about 500,000 more bales of cotton and 300,000 more 
bales of linters than they did for the corresponding period last year ; 
that is, they have used almost 10 percent more cotton for this 10- 
months period than they did in the corresponding period a year ago. 
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However, that does not mean that they may not have had to operate 
on smaller margins of profit. I do not know as to that. It does 
not mean that certain categories of the cotton industry have not been 
put under a squeeze considerably tighter than the overall picture 
shows. 

Senator Fu.srient. I call your attention to the statement in the 


letter, and I think it ought to be confirmed, about that very point. 
It says: 


From June of 1955 to April of 1956, cotton mill. margins (the difference at 
any one time between the price of a pound of raw cotton and the price of the 
quantity of cotton gray goods that can be manufactured from that pound of 
cotton) rose from 26.34 cents to 29.59 cents, an increase of over 12 percent. 

I think these statements ought to be checked. If they are accurate, 
they are significant on this problem. 


SUBSIDIZING DIFFERENCE BETWEEN DOMESTIC AND EXPORT COTTON PRICES 


Mr. McCrietian. I think I might mention also, Senator, that just 
recently it was approved to prov ide for the textile industry some help 
in their export of cotton textiles. And this help is in the form of 
giving them a supplementary benefit to equalize the cost of the cotton 
content in those textile exports to match the world price, so they are 
not penalized by having to pay our domestic support price for cotton, 
and then compete in the world market at the world price. 

Senator Futsrient. Has this been done, or is it going to be done? 

Mr. McCrietian. That has already been taken care of, and it is 
operating as of August 1, is that right ? 

Mr. Burz. Yes. That announcement of details will be coming 
subsequently. We have announced we are going to subsidize the dif. 
ference between the domestic price and the export price of cotton. 

Our people are now working on the details of the announcement. 
They have consulted with advisers from the cotton textile industry, 
and we will subsidize the export of both textiles and spinnable w: aste. 

I think that will go a long way to correct this situation you discuss 
here, because it will put our ‘domestic spinners on the same basis as the 
foreign spinners with respect to the cost of raw material. 

Senator Futprienr. That was one of their chief c omplaints, and one 
that was difficult to answer. 

Mr. McCietian. I think it was a very valid complaint. 

Senator Arken. However, that will only be of maximum benefit if 
we can hold the imports of cotton products somewhere near where they 
are now. 

The cotton manufacturers call on me from time to time, and they in- 
timated at one time, not too many months ago, that the problem was 
not the total volume of the imports from Japan; it was, rather, the 
erratic method the Japanese had of sending them in. Tf the total 
amount could be broken down into quarters, so much a quarter, so they 
would be assured of not being faced with tremendous amounts being 
dumped on the market at one time and perhaps breaking the price, then 
they could get along with a higher total amount of imports than they 
otherwise could. 

81501—56——3 
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VOLUNTARY ACTION TAKEN BY JAPAN TO CURB TEXTILE EXPORTS 


Mr. McCe.uan. I would like to say one thing, Senator, if I may, 
Mr. Chairman, on behalf of the Japanese. 

You will recall that there was about in 1937 a very high point gain 
on imports of textiles from Japan. This was another one of the very 
high points. 

Followi ing that, the same sort of problem emerged, and it was under 
consideration then to have some kind of an understanding between the 
industries in the two countries in order that this could be kept within 
bounds and not destroy a market here for us and thus make it manda- 
tory that something be done which would be disastrous for Japan. 

And an agreement was tentatively reached, and then it was discov- 
ered that such an agreement could not be made because of the antitrust 
law. 

At that time the Japanese said, “Well, whether or not we can make 
a contract, we are going to impose on ourselves a limitation of this 
order.” And they did, and they kept it. 

We believe, in the Department of Commerce, that based on achieve- 
ments made thus far in the actions by the Japanese to curb their ex- 
ports—and I think they recognize there is no point in killing the goose 
that lays the golden eggs for them, and if they destroy this market or 
distort this market unwarrantedly, it ultimately can only have a bad 
effect in our relations with Japan and on their chances to market here. 
They know that and have said it to me and others in Government with 
whom they have conferred, and we are confident out of the pattern 
already established it is possible to get this in hand without destroying 
our trade relations there or elsewhere, and certainly without permit- 
ting the destruction of American industry at home. And that is our 
purpose. 

Senator Green. Mr. McClellan, may I ask a question? Do I under- 
stand your position to be, or that of the Department, that they recog- 
nize there is an evil which should be corrected, and that Japan is pro- 
posing voluntarily to do things which will help correct it? 

Mr. McCiexian. Yes, sir. 

Senator Green. But what has the United States Government done? 
Mr. McCuetnan, Well, the United States Government—— 
Senator Green. Apart from voluntary action of Japan. 

Mr. McC.iextuan. In addition to the persuasion and discussions 
with Japan in the development of a better understanding of this 
problem, I would mention 2 or 3 things, one of which is this: 

There just recently returned from Japan a mission which was 
headed by a man from our Department, Mr. Eugene Braderman. This 
mission traveled from one part of Japan to the other, discussing the 
problems of Japanese business, And one of the things they discussed 
at considerable length were the problems which occur in this country 
by concentration on specific items on a price basis, suggesting if they 
would develop a satisfactory market for themselves, long run, and 
maintain good relations with our two countries, economic, it would be 
wise indeed to adopt policies which are sound in terms of international 

marketing. 
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UNITED STATES EFFORTS TO DEAL WITH PROBLEM 


Senator Green. You have emphasized the voluntary action of 
Japan, and I wanted to know what the United States has done or 
proposes to do in this connection, except to rely on voluntary action 
of Japan. Is that your position? 

Mr. McCreutian. Well, in the first place, the escape clause pro- 
cedures are already in the mill and in operation. What action will 
come out of that will depend on the Tariff Commission's action and 
upon the President, but those are the relief prescribed by statute which 
are open to the segments of the industry if injured, and they are in 
process. 

Secondly, there has been the effort made by the Government through 
the executive branch, through the action of the Department of Agri- 
culture, concurred in by State and Commerce, to subsidize the cotton 
textile exports, making up the cost differential of domestic cotton as 
against the world price. 

The measures beyond that which we have undertaken have largely 
been in the area of persuasion ; one of which, incidentally, beyond dis- 
cussions with Japan, is to do what we can to get other countries—and 
we have reported this to the industry—to recognize, as this country 
has, that there is a responsibility toward cooperation with Japan of 
an order which will permit them to reestablish their economy. 

And that means not only to sell, but also to buy, but in an orderly 
fashion. And I think that that can be helpful. 

But it seems to me, Senator, that these are constructive measures 
which have a long-run benefit and a short-range cure. 





ACTION TAKEN BY JAPAN TO LIMIT EXPORTS 


Senator Green. What has Japan already done? 

Mr. McCieiian. She has already limited her exports for 1956. 

Senator Green. When? 

Mr. McCreiuan. As of January 1, 1956, and promises to continue 
this pattern for 1957; has promised in addition, if there was any item 
on which they would increase their volume, they would at least give 
us 90 days’ notice about it in advance. 

And I would say, further, that there has been a recognition by the 
Japanese Government that there is a problem here, and one which 
needs attention, and one in which we should join together now in an 
orderly solution. 


UNITED STATES IMPORTS FROM JAPAN 





PERCENTAGE INCREASES 


Senator Green. Have you seen this pamphlet which was issued by 
the Northern Textile Association on this matter: Highlights of United 
States Imports of Cotton Cloths and Apparel from Japan, 1953-56? 

Mr. McCietian. No, sir, I don’t believe I have seen that one. 

Senator Green. Well, this gives or summarizes the figures for the 
period 1953 to 1956, basing 1956 on proportionate figures based on 
January figures, which are the only ones complete for 1956. And for 
cotton cloths per square yard, it gives the increase as 695 percent; - 
for cotton velveteens, LoTT percent ; for cotton sheets and pillowcases, 
1,391 percent ; for cotton outerwear, 2,448,000 which is 353 percent; for 
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cotton wearing apparel—that is what we are discussing here so far— 
3,250 percent ; “and for handke rchiefs, 768 percent. 

Those are tremendous increases, and they are said to be based on 
the sources of the United States Department of Commerce and the 
Japanese Ministry of Finance. 

Mr. McCievian. You are speaking of the January figures this year 
as against January a year ago? This is from 1953 to "1956, the per- 
centages are during those periods. 

Senator Arken. In 1f 153, they did not send in much. 

Mr. McCietian. That is right. 

Senator Green. What you were discussing, the blouses, comes under 
cotton wearing apparel, and the increase there was 3,250 percent. 

Mr. McCretxian. Yes, but I think you would have to take a look 
at that in terms of longer-range pattern, recognizing that in 1953 the 
Japanese industry was just beginning to get back on its feet. 

We could go back to an earlier year and find that the percentage 
of the American market enjoyed by the Japanese textile indlabtiey was 
much higher than some of these figures in terms of current ratios. 

Senator Green. Well, what is your explanation for the reason? 

Mr. McCrietian. The ‘thing I would like to say, however 

Senator Green. I talk about the fact, not so much the reason in 
Japan for what occliavedl but the reasons here for letting this occur. 

Mr. McCreiian. But I would suggest what we are doing here is 
considering 1956 on the basis of 1 month’s figures, and I would like 
to put it in the record this way 

Senator Green. I know, but that is as far as they could go up to 
date, when they made that comparison. But even for 1955, the increase 
was 1,098 percent, a thousand percent increase. 

Mr. McCie.tian. Senator, I find here in 1955, cotton cloths, square 
yards, were 99 million. 

Senator Green. You are familiar with the closing of mills and 
the condition of the cotton-mill industry in this country now, and 
apparently are not doing anything about it except wait on voluntary 
action of Japan; is that ‘not right? 

Mr. McCietian. No, Senator, I think not. 

And these figures for 1956, I think it should be made clear, are based 
on January. 

I would like to report that in the fall of 1955, there were a great 
number of contracts entered into for shipment to the United States, 
with the United States buyers. And I would like to point out the 
fact that certainly the shipments were high as a result of that early 
in the year; but I would like to make clear that the commitments 
obtained here from Japan have the effect of including within the 
limitation, contracts which had been entered into in advance of that. 

Is that not correct ? 

Mr. Karisarvi. That is correct. 

Mr. McCretian,. So that the limitation imposed upon Japan—— 
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UNITED STATES 





Senator Green. Is our Government promising anything else for 
the future, other than what you have told us? 

Mr. McCuetian. Only one thing, Senator, and that is to do our 
utmost in the executive branch to find the appropriate cure, the best 
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means that can be found, to provide adequate and proper safeguards 
for our American domestic economy, without at the same time destroy- 
ing the long-run prospects for that same thing. 

Senator Green. That is a pious hope. But I am wondering if you 
have any plans of how that is to be done. 

Mr. McCrie.tian. Not beyond those we have described thus far. 
We believe if we can achieve the proper limitation on imports through 
a procedure of this kind, that it would cure the problem so far as 
this specific case is concerned. 

Senator Green. That is a negative criticism. Have you any con- 
structive suggestion ? 

Mr. McCuietxian. Well, I would only offer this, Senator, that if 
we can find any improvement over the patterns already in the works 
which would meet the objectives that I have described, we would cer- 

tainly welcome them, and we are doing our utmost to find them. 

Senator Green. That is leaving it entirely to us. 

Mr. McCrexxian. No, sir. 

Senator Green. I am asking you whether you have any suggestions, 
or your Department. 

Mr. McCretian. Senator, we in the Commerce Department, my 
Department, and in the several departments, including the White 
House, have been working on this problem for many months doing 
our utmost to get all the facts together, and to find whatever means 
that are proper. 

Senator GreEN. But you have not formulated any plan based on all 
that work, have you? 

Mr. McCretuan. Only those we have described. 

Senator Green. And the hope that Japan will voluntarily do what 
is right. 

Senator Know.anp. Mr. Chairman, with all due respect, I think 
the Assistant Secretary has pointed out that they have entered into 
negotiations with the Japanese and have secured a voluntary agree- 
ment; they are taking steps to help subsidize certain of these cotton 
exports. 

Senator Green. Yes; I say, in addition to that. 

Senator KNow.anp. In our domestic economy, in regular procedures 
established by the Congress of the United States, proceedings are now 
going on before the Tariff Commission. 

He has now pointed out that the Commerce Department is fully 
alive to the ileus faced by certain segments of the industry, that 
they want to take constructive steps to help it, and that the White 
House itself is giving attention to the matter. 

I do not think that is entirely negative, or is not doing something 
in behalf of the industry of the country. 


PROPOSED AMENDMENT 


Senator Green. Well, it is negative in its position on proposed leg- 
islation. It is just destructive criticism of the proposed legislation, 
and I want to know if that can be improved, in your opinion, or 
whether it should be abandoned. 

Mr. McCretian. Senator, I think that so far as the proposed amend- 
ment is concerned, if we could find an amendment which would help 
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toward the objectives that we have described, we would certainly 
welcome it. I would, I assure you. 

Senator Green. Well, have you tried? 

Mr. McCietian. We have tried every means we could to find 

Senator Green. And you have not found any? 

Mr. McCuietian. We have not found any beyond the points we 
described, which we think works toward a cure. 

Senator Green. Yes. 

Mr. McCietian. And we did not think this amendment would, for 
the reasons we have explained. 

Senator Green. Then I think you have made your position clear. 
You condemn legislation that is ‘proposed, but you have nothing to 
propose as an alternative except a pious hope that you will search 
all sources and hope that you may find something and persuade Japan 
voluntarily to do ther ight thing by us, and that will settle the matter. 


TARIFF COMMISSION PROCEEDINGS 


Mr. McCrietxan. Senator, may I make one final observation: that 
there is presently in the works under the procedures prescribed by 
Congress, an action on every single one of the important elements in 
this industry which appear to be, on the face of it, damaged and who 
are willing to seek it. 

Senator Green. How long will that take? Six months? A year? 
How long do you propose to wait and see? 

Mr. McCuietian. The first important case, the velveteens, will be 
heard on the 19th of this month; and I predict that it will not be long 
after that before the Tariff Commission is able to reach its conclusions 
and findings. 

Senator Green. All right. 

Senator Aiken. Mr. Chairman, in view of the fact that the Congress 
has directed the Commodity Credit Corporation to sell cotton abroad 
for some 6 or 8 cents a pound below what it can be sold for in this 
country, had not the executive branch come forward with a subsidy for 
American mills who export cotton goods, the American export market 
for cotton goods would have been virtually wiped out. And, as I un- 
derstand it, that amounts to some 6 or 7 percent of the total production 
in this country. Our export of cotton goods would have dis- 
appeared 

Mr. Burz. Yes. 

Senator Arken (continuing). Had not the executive branch come 
forward and provided for this subsidy to put our mills on even terms 
with the foreign mills as far as exports are concerned. 

I do not want to Jeave the impression that they are not doing any- 
thing at all. I think perhaps they might have acted a little quicker 
in the matter of certain phases of our cotton production. I do not 
know, though, whether the application for a hearing was made before, 
or not, or when it was made. 

Mr. McCietian. Some of them were made quite late, Senator. 

Senator Arcen. As I understand it, there is a hearing this month 
on quotas for velveteen. 

Mr. McCietian. That is right. 
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Senator Arken. There is an application in for a hearing on im- 
ports of blouses; the hearing to be held very shortly. 

Mr. McCieuian. That is ; right. And pillowslips. 

Senator Arken. And the Tariff Commission will make its recom- 
mendations in accordance with rules laid down by the Congress. 

Mr. McCretxian. That is correct. 

Senator Green. Mr. Chairman, I submitted to Mr. McClellan this 
leaflet of the Northern Textile Association, and asked him some ques- 
tions about it, and he said that he would not agree to the figures, as I 
understood it, without checking on them. 

I would like to put this in the record, with permission given to him 
to make any corrections in the figures which he finds necessar y- 

The Cuarrman. You may do so, Senator Green ; yes, sir. 

(The pamphlet referred to is as follows:) 


SHOULD WE Give Away Our TEXTILE INpuUstRY, Too?—JAPANESE IMporRTS MOUNT 
WHILE CONGRESS CONSIDERS MorE FOREIGN AID 


Latest figures of Northern Textile Association 


United States imports of cotton cloths and apparel from Japan have con- 
tinued to increase at an alarming rate during the first quarter of 1956. Imports 
of cotton cloths, excluding velveteens, are now at the annual rate of 244 million 
square yards—which is an increase of almost 700 percent over total imports from 
Japan during 1953. 

The imports of certain specific fabrics, predominantly those with high labor 
content, have increased in an even more drastic fashion during the past 3 years, 
Imports of cotton velveteens from Japan reached the staggering total of almost 
6 million square yards during 1955—an increase of close to 2,000 percent over 
1953. During the month of March alone, imports of Japanese ginghams totaled 
16 million square yards—almost 3 times as much gingham as was imported during 
the entire year of 1954. The current annual rate of gingham importations 
based on first quarter shipments to the United States is 121 million square yards— 
an increase of 1,876 percent over 1954. 

During the month of March, shipments of 500,000 yards of voiles and lawns 
marked the beginning of what may become an avalanche of importations of these 
fabrics—made by fine-combed mills in the United States, many of which are 
located in New England. 

In addition to cotton cloths, United States imports of finished sheets and pillow- 
cases from Japan increased 791,000 units in 1953 to almost 12 million units dur- 
ing 1955—an increase of 1,382 percent. 

Just as fantastic have been imports of cotton wearing apparel, the bulk of 
which are cotton blouses and shirts, which jumped from a combined total of 
$1,315,200 during both 1953 and 1954 to an annual rate of $44,055,600 during 
1956—an increase of more than 3,000 percent. 

Examples of why imports from Japan are increasing at these astonishing rates 
is found by comparing the prices of some domestic and Japanese cotton fabrics. 
Japanese ginghams are selling in New York, duty paid, at 3344 cents per yard, 
while it costs American mills 37% cents per yard to make the same fabric. Jap- 
anese broadcloth sells in New York, duty paid, at 26 cents per yard, which is 
4 cents below the cost of production in many American mills. 

The invasion of the cotton-textile market is only the start of what can be 
expected from Japan in the near future. Equipped with modern machinery and 
average hourly earnings of approximately 15 cents, the Japanese textile industry 
will soon be ready to export synthetic-textile fabrics, as well as woolens and 
worsteds, at prices so far below the cost of manufacturing these fabrics in 
domestic mills that American producers will be completely unable to compete. 
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Highlights of United States imports of cotton cloths and apparel from Japan, 
1953-56 


COTTON CLOTHS 


Percent 
Square yards | change 
from 1953 





30, 666,000 | 

47, 804, 000 

99, 534, 000 
243, 756, 000 


COTTON VELVETEENS (PLAIN AND TWILL BACK) 





Square yards | change 
| from 1953 


64, 000 
5, 754, 000 +1, 977 


COTTON SHEETS AND PILLOWCASES 


Percent 
Number change 
from 1953 


1953 : a selene csi cdots els aieaeaeetaeactaneiae iii needa - WUE Cneiccareden 
1954 - oe 1, 322, 000 

SI ssc lehandid 11, 726,000 | +1, 382 
1956 2. __- atin 11,792,400 | +1,391 





Percent 
Amount change 
from 1953 





1953 and 1954... 
1955 





Percent 
Amount change 
from 1953 


1953 and 1954 | $1, 315, 200 |....--~--- 
1955... ee | 15, 762, 000 +1, 098 
44, 055, 600 +3, 250 





HANDKERCHIEFS 





Percent 
Dozen change 
from 1953 


1953 and 1954 139,200 |_......-.- 
1955... ; Stee aw cane trpdeancetie Denies doiccand ioe: Sati lis Us cia 2 ote el 826, 800 +494 
1956 2___. <i SR ee BA or eee ot es ls 1, 208, 400 +768 


1 Annual rate based on actual imports during January and February and reports from Japan of March 
exports to the United States. 


? Annual rate based on actual imports during January 1956. 
Sources: U. 8. Department of Commerce and Japan Ministry of Finance. 
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FIGURING PERCENTAGES 


Senator Hicken.oorer. Mr. Chairman, with respect to the percent- 
ages contained in this pamphlet, it occurs to me percentages can be 
very, very deceptive. One hundred or 500 percent of practically noth- 
ing could be very little increase, indeed. 

I recall the arguments we had last winter on the profits of the pack- 
ing companies. Some advocates said, “Why, look at the profits of the 
packing companies. They were 450 percent in 1955 over what they 
were in 1954.” 

But in 1954, they had practically no profits, and if they had a tenth 
of 1 percent profit, 400 percent of that still would not be an adequate 
or any more than an adequate operating profit of a very modest degree. 

I merely use that as an illustration. Some packing companies in 
1954 lost lots of money, and at least one went out of business. 

So you can add 500 percent to practically nothing, and you still do 
not get a tremendously increased volume. 

If your base is big, and then you take 300 or 400 percent of it, it 
begins to be significant. But you have to analyze the base upon which 
you start your 100 percent or your original calculation; isn’t that 
true? 

Mr. McCueuian, Yes, sir. 

Senator Hicxentoorer. So that merely to quote 1,000 percent in- 
crease is not necessarily significant unless it is based upon very sub- 
stantial original figures. 

Mr. McCue.tan. Senator, I could have made a case of an order 
by saying, with all the complaints about imports in 1955, the earn- 
ings of the industry doubled, a hundred percent up; but that is not 
logical or right or realistic, because it still was too low, and it was 
not in accordance with the pattern generally earned, so I don’t think 
it would be valid. 

I think to use percentage alone, I agree with the point 

Senator Hickentoorer. That was the only point I was driving at. 
I realize there is a problem. I am not unsympathetic with the prob- 
lem we have, and I would like to see some equitable correction as 
fully as possible of it. 

Mr: McCretian. Yes, sir. 

Senator Know.anp. It also seems to me, Mr. Chairman, that when 
you get into this whole question of tariffs and quotas, you are almost 
getting into the realm of the Finance Committee. It does get into 
a field in which normally it would seem to me that quite exten- 
sive hearings might have to be held before the Finance Committee, 
and perhaps the Ways and Means Committee would feel it should 
originate there, because it will affect customs revenues, certainly, to 
a considerable extent. 





POSSIBLE REMEDIES 


Senator Smrrn. Mr. Chairman, I would like to ask one or two 
questions: 

Tf the results of the Tariff Commission’s studies lead to recommen- 
dations for further relief, would that be in the form of an increase in - 
tariffs on imports or a quota restriction ? 

Mr. McCuet.an. It could be either one, Senator. 
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Senator Smiru. But you feel now that the amendment presently 
before us, which gives the Secretary of Agriculture, under certain con- 
ditions, the right to impose quotas, is not “the most effective w ay to get 
the relief ? 

Mr. McCretxian. That is our position. 

Senator Smrru. Is that what you are objecting to? 

Mr. McCretuan. Yes. 

Senator Smiru. Therefore, you oppose this particular legislation, 
but you are not suggesting for a minute that we do not have a real 
prceblem. 

Mr. McCrruian. I agree with you completely. 

Senator Smrrn. There is an enormous textile industry in my State 
of New Jersey, and the burden of their complaint is ‘that we have 
reduced the price of cotton to foreigners who are processing cotton 
abroad, so that cotton costs them less and, on the other hand, their 
labor costs are so much lower that we get squeezed both ways. 

Now one step being taken is to subsidize our cotton so as to equalize 
the cost of the raw materials on both sides. 

Mr. McCretxan. That is right. 

Senator Smiru. And then you are considering, and the other thing 
you are studying is, a way to take care of the difference in the wage 
costs, for example, in the two countries. And you have indicated that 

Japan seems to recognize that, and is endeavoring to recognize the 
problem we have here, in order to maintain a proper balance between 
the two countries. 

Mr. McCietian. That is true, Senator. 

Senator Smirn. I would like to ask the chairman whether Mr. Kali- 
jarvi has definitely put into the record the exchange of notes between 
the Secretary of State and the Ambassador of Japan, which covers this 
so-called agreement, or understanding, with Japan. 

Mr. Katisarvi. I made the request, but I did not hear the chair- 
man rule. 

Senator Smrru. I would like to have that fully in the record. 

The Cuarrman. All right, what is your answer? 

Mr. Karisarvr. I would like to insert them in the record, Mr. Chair- 
man, if I may. 

The Cuarman. First, before we put that in the record, the Assist- 
ant Secretary went out to get some figures. Are you ready with 
those ? 

Mr. Burz. Yes, sir. 

The Carman. Will you please give us those right now? 


JAPAN’S AGRICULTURAL PURCHASES FROM THE UNITED STATES 


Japan is our biggest customer for agricultural exports. In 1955, we 
exported $384 million worth of agricultural products to Japan. In 
1954, we exported $400 million worth to Japan. 

Japan is our major market for cotton, wheat, soybeans, barley, tal- 
low, and rice. They lead all the other nations as a purchaser of those 
products from us. 

Last year they purchased approximately $120 million worth of cot- 
ton; approximately $120 million worth of wheat—two items in sub- 
stantial surplus in the agricultural economy here. 
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The Cuarrman. Was that purchased out of mutual security funds? 

Mr. Burz. Some of those were for dollars, and some for yen, but the 
bulk of them were for dollars. 

We have a Public Law 480 program with Japan, and it is one of our 
largest programs. It covers a ariety of products, but they are still 
our most substantial dollar customer. 

The CaarrmMan. Senator Capehart was asking the question. 

Is that a sufficient breakdown, Senator ? 

Senator Carenart. Yes; I think so. 

Are you saying that Japan is our biggest customer, even bigger than 
England and F rance? 

Mr. Butz. Yes, our biggest single customer for the export of farm 
products. 

Senator Capenart. Do they buy any meats from us? 

Mr. Butz. No, sir; they don’t buy meats. They buy tallow from us; 
they buy some edible oils. They are our biggest market for soybeans, 
and they buy a lot of soybean oil and a good deal of rice. 

They purchase a great deal of California rice. T hey prefer the Cali- 
fornia rice, and they purchase most of it for dollars. We sold them in 
addition, last year, some southern rice for Japanese yen. 

One of the reasons that we in Agriculture oppose this is that we feel 
a precipitate action of this kind may impair our export position. As 
we mentioned a while ago, Japan gets between 40 and 50 percent of her 
total cotton imports from the United States. We send to Japan ap- 
proximately twice as much cotton as we get back from them in the 
form of manufactured products. 

The Cuarrman. You mean on a pound basis? 


MARKET FOR COTTON BLOUSES 


Mr. Butz. Yes. We have talked a lot about those dollar blouses be- 
ing sold here by the Japanese that compete with our own blouses that 
cost, I am told, in the neighborhood of three or four dollars. 

I submit that there is a strong possibility that if the dollar blouses 
were not available, the three to four dollar blouse would not capture 
the market now enjoyed by the dollar blouse. A synthetic fiber would 
move in and capture that market. 

If we would destroy the market now enjoyed by the cheaper blouse, 
we would tend to undercut the export market we now have for raw 
cotton to the Japanese industry. 


TREND TOWARD IMPROVED EXPORT POSITION ON OVERALL FARM 
COMMODITIES 


Our total exports in agricultural products in 1956 fiscal year, it 
now appears, will be up from last year approximately 11 percent in 
volume, and 9 percent in value. 

It now appears that 1956 fiscal year will be the largest export year 
for farm products we have had in the last 4 years. 

We have new tools that contribute to that. We have Public Law 
480, and we have various other acts given to us by Congress. 

We don’t want to do anything which will impair that trend toward 
an improved export position for our overall farm commodities. That 
is one of the reasons why we are opposed to this kind of action which 
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we feel might develop action by other nations which would raise 
restrictions abroad against the importations of American-produced 
farm products. 

Senator CareHart. Mr. Chairman, one more question. 

Do you have the dollar volume of our imports of grains, tobacco, 
raw cotton, and meats? 

In other words, this legislation is to limit imports of agricultural 
products. 


UNITED STATES IMPORTS OF RAW COTTON, TOBACCO, MEATS, AND GRAINS 


Mr. Burz. You wanted the imports of raw products? You want 
our imports of raw cotton, tobacco, meats, and grains? 

Senator Carenart. Grains. 

Mr. Butz. Our imports of raw cotton, tobacco, meats, and grains 
are relatively small. We have a section 22 restriction—actually, we 
have had it in years past on importation of grains. We import a 
negligible quantity of meats. 

We have some canned corned beef from South America, and some 

canned hams from Europe. The total import of pork products last 
year was in the magnitude of 1144 percent of our total production of 
pork. 
: The importation of meats is negligible. The importation of cotton 
is limited by quota to 95,000 bales, I believe, something like that. It 
is relatively unimportant. And our importation of tobacco is for 
blending purposes, and in the aggregate is relatively unimportant. 

Senator CareHart. What about wheat? 

Senator Arken. Prohibited. 

Mr. Butz. It is prohibited except for seed purposes, I think. 

Senator CapeHart. What about oats or barley or rye? 

Mr. Burz. They are under what was once established as a section 
22 import quota. As I recall, last year they ran something like 60 
percent of what they had been earlier—is that correct, Senator Aiken ? 

Senator ArkeNn. I think there has been a steady drop in imports of 
oats and barley from Canada. We are buying substantial quantities 
of malting barley from Canada, and it is because of quality, how- 
ever, and not because of price. 

Oats have dropped, I believe. Three years ago, imports of oats 
were about 59 to 60 million bushels, and have dropped to something 
like 20 million during this past year, and they are brought in, largely 
as a matter of convenience in areas which are far-removed from the 
producers of this country. 

I would like to ask the Assistant Secretary this question, how- 
ever: 


PROTEST OF WOOLEN MANUFACTURERS 


When an amendment similar to this was offered on the floor of 
the Senate, we received a prompt protest from woolen manufacturers 
that it would interfere with their business. Can you tell us anything 
about that? We have a surplus of wool in this country; we have 
Government stocks of 100 million pounds, roughly, which is a nuisance, 
to be true. 

The Cuarrman. You do not mean a surplus production, do you? 

Mr. Butz. A surplus of certain kinds. 
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The Cuarmman. You are talking about an accumulated stockpile. 

Senator Arxen. But, nevertheless, the woolen mills protested this 
action. 

The Cuarrman. Yes. That is different, Senator. 

Mr. Butz. We have a surplus of certain kinds of wool. We im- 
port 40 to 50 percent of our total wool requirements. It is mostly 
the carpet nidiale we import, as you know. 

The Government does own some wool which was acquired under 
the previous price support program that we are currently working 
off gradually, because we are now operating under the new Wool Act 
which was passed a year ago. 

The Cuarrman, I did not want to get confused on the woolen 
matter. It is not so much a problem of surplus production. 

Senator Carenart. I have had a lot of experience, directly or in- 
directly, on this sort of thing with pianos, because Japan has always 
been able to undersell the piano manufacturers in the United States, 
particularly on certain models. But that problem was cleared up a 
few years ago by the Tariff Commission under the “peril point” 
section. 


CASES PENDING BEFORE TARIFF COMMISSION 


My question is this: You say at the moment there is before the 
Tariff Commission a hearing on blouses and on velveteens. 

Mr. McCue.uan. Yes, sir. 

Senator Carenart. Is it possible that the Tariff Commission will 
rule favorably to the domestic manufacturers of those items? 

Mr. McCreiian. Why, certainly. 

Senator Capenarrt. Is the remedy, then, to raise the tariff? 

Mr. McCretxan. It is within the powers of the Tariff Commission 
to recommend either a quota or an increase in tariff rates. 

Senator Carenarr. I see. And two of these items at the moment 
are before them ? 

Mr. McCuietian. Four of them are. 

The Caarrman. Is the gingham industry included ? 

Mr. McCuexxian. Yes, sir. 

Senator Carenart. And all others could go before them? 

Mr. McCretian. Yes, sir. In fact, I think all of them are presently 
before the Tariff Commission. 

Senator CapeHart. We, of course, cannot say what the Tariff Com- 
mission will do. 

Mr. McCuetxian. No, sir. 

Senator Carenart. But if the facts are as I understand them or 
believe I understand them, is it not reasonable to assume they will 
take some action on these specific items? Am I right about that? 

Mr. McCreuxan. I cannot speak for the Tariff Commission. 

Senator Carenart. I cannot, either. 

Mr. McCiexxan. It is an independent agency. But they are cer- 
tainly getting the facts clearly before them, and we have, as I reported 
earlier, been in touch with the chiefs of the Tariff Commission, and 
also with the heads of the industries involved, to make certain they 
coordinated their work and learned the facts, and we are waiting with . 
real interest to see what the Tariff Commission findings will be. 

Senator Capenart. You have the same situation we had in the 
piano situation. 
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Mr. McCienian. Surely. 

Senator Caprnarr. I remember once—this was before the war— 
when Japan was selling a certain model piano here for less than the 
material costs in the United States. Well, the problem finally was 
solved for two reasons: One, the tariff on it was raised; and-second, 
the quality was not there. So the problem was dissipated, because they 
could not compete. But at one time it was very, very troublesome. 

The Cuarmman. Mr. Kalijarvi, will you summarize very briefly 
the limitations that have been agreed upon by Japan? 

Mr. Kauisarvi. Yes, sir. 

The Cuatrman. And what classes of imports are covered. 

Mr. Kauiarvi. Yes, sir. 

The Cuarrman. And then put into the record, please, sir, what- 
ever you can of that agreement. 

Mr. Kauisarvi. Yes, sir. 

The Cuarrman. Or exchange of notes. 

Mr. Kauisarvi. Before I do that, Mr. Chairman, may I say that I 
have been in touch with the Secretary on this matter, and he takes 
the most serious view of it, and I am sure were he in the city he 
would have wanted to appear before you and to discuss it with 
you. 

There are two aspects of this problem that we feel are especially 
important. 

For several years it has been our responsibility to attempt to re- 
move import quotas and restrictions on American opportunity for 
markets abroad, and we feel we have been quite successful in that, 
and there are some real dividends that have been resulting from 
that. 


OBJECTIONS OF STATE DEPARTMENT TO GREEN AMENDMENT 


His feeling is that this would begin an unraveling process of this 
whole business, and make it extremely difficult for us to continue that 
work, and we would lose the persuasiveness of such arguments as 
we had made if we proceed to place quotas on these ourselves, 

The second point that I think looms very large with the Depart- 
ment is that this would affect not only economic relations and trade 
relations with other countries, but would have an immediate impact 
upon a number of countries that we have relationships with in a 
military and a political sense. 

We know that this would have an immediate impact in terms of 
what has been done in Alabama, in South Carolina, and in other 
States, coming on top of that on the domestic situation in Japan. 

It would have a very strong effect upon the leftist element, which 
would be able to undermine in a certain sense the conservative and 
the pro-United States element, and thus it seems to us that this 
would—the amendment itself is contradictory to the very essence of 
the bill before you, that is, in principle and the objectives to be 
sought. 

Furthermore, we have a strong feeling that the Japanese are re- 
liable in this particular instance, and they are reliable in their agree- 
ments that we entered into with them. 

On that basis, we have discussed with them, and there was this ex- 
change of notes, which was forthcoming. 
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I have given you the quotas imposed voluntarily upon themselves 
by the Japanese, and also subsequent information to the exchange of 
notes which would indicate that the quotas are not going to be at- 
tained, again by voluntary action on the part of the Japanese them- 
selves. 

In effect, what the Japanese note says is that they will restrict 
their exports of the items which I have given to you, that is, cotton 
cloth as a whole, velveteens, and blouses, to the quantities indicated. 

And that if there is any change—and they did that for 1956, and 
then specified the year 1957—if there is any change, any contemplated 
change, in that, they will discuss it with us 3 months in advance. 

That is the sum and substance of it. 

Senator Mansrretp. Mr. Chairman, may I ask a question? 

The Cuarrman. Senator Mansfield. 


EFFECT OF AMENDMENT’S ADOPTION ON JAPANESE-SOVIET TRADE RELATIONS 


Senator Mansrtetp. Mr. Kalijarvi, if an amendment such as this 
were to pass and become the law, what would be the effects, tradewise, 
between the Japanese Empire and the Soviet Union? What would 
be the possibilities ? 

Mr. Katisarvi. I think there would be very real possibilities that 
the Japanese would have to look that way, that is, toward the Soviet 
Union. 

Senator Mansrretp. And if they did, with their highly industrial- 
ized capacity, their huge population, their geographical position, what 
would be the effect on us, In general ? 

Mr. Kauisarvti. I do not think I understand the implication of the 
question, Senator. 

Senator Mansrietp. Well, Japan is at the periphery of the Soviet 
Union. At one place there, it is 3 miles between the Habomais and 
the northern island of Hokkaido. 

If these 90 million people, with their large industrial capacity and 
capable know-how, were to become even an economic appendage of the 
Soviet Union, what would this area comprising the Empire of Japan, 
probably the key to the whole Far East, turn into vis-a-vis its renewed 
relations with the Soviet Union, in relation to the foreign policy of 
our own country ? 

Mr. Kauisarvi. I am sure the answer to that question is what lies 
behind the Secretary’s reaction, that there is a real danger that this 
: ould be along the route toward defeating our objectives of holding 

Japan and m: Lintaining that area free. 

Senator Mansrretp. So it is a political as well as an economic 
question ? 

Mr. Kanisarvi. It certainly is. 

Senator Mansrrecp. And it goes far beyond the realm of cotton. 
It takes in wheat, soybeans, various kinds of fats and edibles, and 
other products as well, and it applies not only to Japan but to other 
countries as well? 

Mr. Karisarvi. That is correct. 

Indonesia, in that area, all countries. 

Senator Arken. Mr. Chairman, I would like to ask one question. 

Mr. Kalijarvi, in your opinion, if this amendment should be added 
to the bill, would it have the result of shifting the United States policy 
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to one purely of aid to countries which we have tried to keep on our 
team, and away from a policy of increased two-way trade? 

Mr. Kauisarvi. I think it would, but I think it would go even 
further than that, Senator. I doubt it is realistic to expect that you 
can hold by aid the friendship of a country which you offend by a 
trading operation. ; ; 

Senator Arken. But it would leave this bill establishing a policy 
purely of aid. 

Mr. Kauisarvi. That is right. Precisely. 


TRADE BETWEEN JAPAN AND RED CHINA 


Senator Capenart. Mr. Chairman, may I ask one question. 

Does Japan trade much now in textiles with Red China? ' 

Mr. Katisarvi. I don’t know that she trades at all in textiles with 
Red China. 

Senator Carenart. If they did so trade with Red China in textiles, 
would that divert a lot of Japanese production that is now coming in 
this direction ? 

Mr. Kauisarvi. I can’t answer your question. 

Senator Capenart. Is there a market in Red China for textiles such 
as Japan now produces? 

Mr. Kauisarvi. I would imagine the market was limited, Senator. 
I don’t think it would amount to much. 

Senator Capenart. Where do the Red Chinese get their textiles? 

Mr. Kaxisarvi. Domestically produced, for the most part. 

What we have been trying to do in this whole area, as the committee 
well knows, is to find dispersed markets and different markets, newer 
markets, not only in the United States but all over the world, for the 
J apanese. 

Not only in Red China; we have had controls on that, as you well 
recall. We have an embargo, so our efforts have been in other places, 
in other areas. 

Senator Mansrrevp. Mr. Kalijarvi, I think the record will show that 
even during the Korean war and since there has been a certain amount 
of trade between Japan and the Red Chinese mainland. 

Mr. Karisarvi. That is correct. 

Senator Mansrrevp. It is a very small amount, but it has been con- 
tinuous. 

Mr. Kauisarvi. That is correct. 

Senator Arxen. I think one of our witnesses from the Defense 
Department the other day—I do not recall whether it was Admiral 
Radford or someone else—testified that Japan had been rather scrupu- 
lously observing the prohibition against trade with Red China. 

Senator Mansrtexp. In strategic materials. 

Senator Arken. In strategic materials. Well, I think it covers other 
materials. 

Senator Mansrretp. There has been a large amount of trade going 
on in other things. 

Senator Arken. They have been observing that prohibition better 
than some of our other friends. 

Mr. Kauisarvi. We felt we can rely on Japan as well as we can on 
any of the operations of our other partners in the control operations. 

he Crarrman. Is there anything else you gentlemen want to tell 
us about this matter, or are there any other questions? 
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Mr. McCretxian. Thank you very much, Senator. 

The Cuarrman, Are there any other questions ? 

Senator Funprieut. I have no further questions. 

Senator Know.anp. That exchange of notes can go into the record, 
can it not, Mr. Chairman ? 

ae Cuarrman, Oh, yes. We have asked that the notes go in the 
record. 


(The documents referred to are as follows:) 


EXCHANGE OF NoTes BETWEEN JAPAN AND THE UNITED STATES CONCERNING 
JAPANESE TEXTILES 


The Secretary of State presents his compliments to His Excellency the Ambas- 
sador of Japan and has the honor to refer to his note of April 4, 1956, in which 
it is stated that the Government of Japan and the Japanese textile industries 
concerned “* * * voluntarily started to control the export of cotton goods to 
the United States in January 1956.” The United States Government would ap- 
preciate receiving a statement from the Government of Japan which describes 
in more detail the voluntary controls imposed and sets forth the Japanese 
intentions with respect to the future of these controls. 

DEPARTMENT OF STATE, 

Washington, May 16, 1956. 


The Ambassador of Japan presents his compliments to the Honorable the Secre- 
tary of State and, with reference to his note of May 16, 1956, requesting the Goy- 
ernment of Japan for a statement describing in detail the voluntary controls im- 
posed on exports of cotton goods to the United States and setting forth the 
Japanese intentions with respect to the future of these controls, has the honor to 
state on behalf of the Government of Japan that the Japanese textile business 
circles concerned have no intention of making abrupt changes in the present 
voluntary export adjustment measure as shown in the attached paper: that 
their present intention is to adopt a similar measure in 1957, and if for any 
reason they decide to increase the export quantity, they will take appropriate 
steps to inform the United States circles concerned of such a decision. not later 
than 3 months before enforcement; and that the Government of Japan, having 
been reassured of, and being in full agreement with the intentions of the 
Japanese business circles on the foregoing points, will, on its part, take such 
administrative measures as it may consider necessary to implement the same. 

EMBASSY OF JAPAN, 

Washington, Mey 16, 1956. 


ATTACHED PAPER 


Textile export to be shipped from Japan to the United States of America from 
January to December 1956. 


Commodities 
(1) Cotton fabrics: Quantities 
Sa, 0 sinew eascnineweratecomunasubcban 150, 000 
(a) Print cloth (thousand square yards) -—~...---___-..._________ 20, 000 
(b) Velveteen (thousand square yards) ............._________ 5, 000 
(2) Cotton blouses (thousand dozens) .---..-__--.-..--_---..--.___- 2, 500 


LETTER FROM PRESIDENTIAL ASSISTANT SHERMAN ADAMS 


The Cuarman. I have a letter here from Governor Adams ad- 
dressed to the committee, dated June 16. It reads as follows: 


Dear Mr. CHAIRMAN: I understand that in connection with the consideration 
by your committee of the mutual security bill coneern has been expressed with 
regard to the impact of imports on certain industries, particularly cotton textiles. 

I want to assure you and your colleagues that this administration fully 
appreciates and is sympathetic to the serious plight of our cotton textile indus- 
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try and the problems which this situation poses. There perhaps has been no 
area of industry to which ranking officers of the administration have given more 
attention during the past year than cotton textile manufacturing. The Secre- 
tary of Commerce, the Secretary of State, the Secretary of Agriculture, and the 
White House itself are seeking effective means to help meet the recognized and 
long-standing problems of the industry in a way that will aid the industry with- 
out injury to the overall domestic economy. 

As you know, in response to a request from the Secretary of State, the Japa- 
nese Ambassador, on behalf of his government, recently transmitted a note 
which set forth voluntary limitations on textile exports from Japan to the 
United States. 

The Secretary of Agriculture is making arrangements to relieve our textile 
exports of the disadvantage arising from the difference between domestic and 
foreign prices of American cotton. If the committee wishes, administration 
witnesses are prepared to give a progress report on these efforts. 

Moreover, there are now pending in the United States Tariff Commission, pur- 
suant to procedures established by the Congress in the trade agreements legis- 
lation, escape clause investigations filed by the industry covering velveteens, 
blouses, pillowcases, and ginghams. 

The administration believes that these avenues offer a proper approach to the 
genuine problems facing the industry. The administration, on the other hand, 
believes that any approach that places in the hands of an officer of the execu- 
tive branch the vast power to impose arbitrary quotas by formula, without resort 
to the procedures established in our trade and agricultural legislation, would 
be a most dangerous step to take and would doubtless result in serious injury 
to our international trade relations, to our overall domestic economy and ulti- 
mately to the cotton textile industry iself. 

That is signed by Mr. Adams. I thought I should present the letter 
because Mr. Adams, of course, is acting for the President on this 
matter, and as I stated yesterday, this matter has been actively before 


the executive branch of the Government for over a year. 


SITUATION IN THE TEXTILE INDUSTRY 


The Japanese Government itself did send its representatives to this 
country last year. 

They came all the way to Georgia and they expressed willingness 
and the hope that they could by imposing voluntary restrictions on 
themselves which they would transmit to our Government, meet this 
problem, at least in part. Nevertheless, as I stated yesterday, this is 
a real problem with the farm products that are processed by our manu- 
facturers and the Japanese manufacturers at this time. 

There is no doubt about it because in Georgia and South Carolina, 
areas that I know best, and I think in Alabama the same is true, there 
has been a restriction and a curtailed production by those plants that 
are devoting themselves to these particular classifications and cate- 
gories of textiles that are being directly affected. 

It is not true generally that the textile industry is working on a 
very narrow margin of profit, but in certain categories they simply are 
not making pr ofits, and perhaps the oldest mill in Car ame has an- 
nounced that beginning Monday they are going into liquidation be- 

cause they happen to be making ginghams and making these particular 
products that are affected by the Japanese imports. 

There is not any question about the seriousness of this situation 
and of this problem. 

There is a big question as to how to deal with it. 

Senator Green offered us an amendment here which is before us. 

Senator Green, do you or any other member of the committee wish 
to say anything more about it? 
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Senator Green. I don’t think so. I think the issue is quite plain. 
Here is a situation that not only threatens us, but exists. 

The mills have closed in Rhode Island and more are threatening to 
close. It threatens the whole industry, certain industries, almost 
everywhere, on the one hand. And on the other hand, the farmers 
who necessarily provide the raw materials for these manufacturers 
are also immediately affected and all we get are indefinite promises 
that somebody some other place may do something. 

Now this amendment does something. 

| Remainder of discussion not released. } 


x 











